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RlfiQUPAMUNiaP&LIT? 
FINAMOAL STATIMENTS 
FOR THE YEAR ENDEO.SOyUNE 20SS 


REPORT OF THE CHIEF FINANCIAL OFFiCER 

6 

1 Intfoductlon 

I present my report forthe year ended 30 June 200S. TOs repprt fonms part of the audited annuai flnancial statements. 1 am responsible for 
the maintenance of adequate accounting recocds and the pipparetioñ and integrity of the finiancial statements and related information. The 
extemal auditors are responsible for the independant audit and reporting on the fair presentaljon pf the financfal statements in conformity with 
South African Auditing Standards and Geneially Accepted Govemment Auditing Standafds. The finanda! statements have been prepared to 
conform wifh phase-in provisions of Generaliy Acoepted Municipaf Accotintifsg Principles and standards laid down by the Institute of 
Municipal Finance Officers tn ifs Code of Practice for Locat Government Accounting (f 997^ 


I am a!so responsible ftir the munidpality's system of Intemal finandat conlrol. These are designed to provide reasonable but not , absolute, 
assurance as to the reliability of finandal statemenis, and to adequateiy safeguard, verify and maintain accountability of assets, and to 
prevent and detect misstatement of loss. 

The ftnancial statements have been prepared on a going concem basis as there were no doubts on the abitity of the municipality to continue 
operating in the forsseeable firture. 

As part of a broader transformalion of munidpalities, National Govemment initiated a f«-ogramme of ftir reaching munidpal fiscal reforms. 
The reforms, such as the introduction of Local Govemment Sysietns Act, Wiunicipai Flnance Wlanagement Act, new budgeting formats, new 
borrowing framework and new investment regulations, have significanfly impacted on municipalitteS. Since the introduction of the Municipal 
Finance Management Act 56 of 2003, the name of the depaitment changed from Finance Oepartment to Budget and Treasury Office. 


2 Generai revtew of the state of flnanclal affalrs 

It is imperative that our municipality keeps its eS^ndlture within its budget and at the same time endeavour to increase Ifs sources of income 
so as to Improve on service delivery. The munidpality axperienced serious backlogs in terms of updating of ts accounting records due to the 
jnstallation of fiie new flnandal management system and these challenges are being addressed when idenVified. 

The mimicipality's business and operations and lesults thereof are ciearly refiected in the atfached financial statements and are summariseci 
below. 


2.1, Overall operatfng resuits 

Detaiis of the operating resoits per department. classification and object of expenditure are tncluded in Appendix D and E. and are reflected 
hereunder: 






Income 

99,37.0,828 

65,727,395 

33,643,434 

Expenditure 

86,742,406 

188,975,771 

(102,233,364) 

Surplus / (Deficit) 

12,628,422 

(123,248,376) 

135,878,798 

Suiplus / (Defidt) as % of Income 

13% 

-188% 

404% 

1 '.'fe'..".'..' - / 




Income 

84,482,542 

50,341,116 

34,141,425 

Expendlture 

76,137,973 

168.888,680 

(92,750,707) 

Surplus / (Defidt) 

8,344,689 

(118,647,564) 

126,892,133 

Surplus 1 (Defidt) as % of incoms 

10% 

-235% 

372% 





Inconne 

'6.947,^6 

5,690.435 

i, ■367.611 

Expendlture 

7,290,253 

11,131,300 

(3,84.1,047) 

Surpius t (Deficil) 

1 

1 

i 

1 

5,1®S,6S8 

Surplus / {DeficH} as % of income 

-5% 

-ss% 

383% 





tncome 

7,940,341 

9,795.^ 

(1,855,503) 

Expenditure 

3.314, 18‘l 

8,856.791 

(5,641,611) 

Surplus / (Defidt) 

4,826,160 

840, 0S3 

3,786,167 

Surpfus / (Deficit) as % of income 

68% 

9% 

-204% 
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fyiHQUMA MUNECIPAUTY 
FINANCIAL STATEMENTS 
FOR THE YEAR ENDED 30 JUNE 2005 


REPORT OF THE CHIEF FrHANCJAL OFFICER (contlnued) 

aw« ttm mTNstoal Treasury In tem» of the DMslot, of Revetiue Aot whicll Increasoil to R 61 652 650 m tlte cuttent li*® “ 

R 8 414 000 cf the total amount allocated i$ for free basic eiec&ictty and firee basic servioes and as sucb bas been accounted for asjrust 
Lnis L^hrspeS7bank account is opened for these funds. fn essence that means the operating account owes the free basic 
services account a^nd the free basic etectricily account. This will be addressed in the future years. The Amathole 

inweSL b^48% during the currenl year to R7 516 956 from R 5 066 448. An amount of R 232 640 was also recewed from the Amathoie 
District tyiunicipaiity fordeaning campaign casuai wages. 

Over and above R 2 937 047 that was received form the Provindal Deparlment to intervene In the process of settiing tong 
debts an furiher contribuHon of R5 211 202 was received in the cunrent year for finandal management system interxrention. Furthermore. R5 
000 OM, R 2 769 784, and R 316 666 was received from govemment for drought relief. murticipa! infrastructure improvement and municipa! 
suppoil programme respectively. DBSA also contributed R216 074 for Urban Renswal. 

A heaith subsidv increased from R 2 188 825 to R 3 552 805 in toe current year. This subsidy is ofatalned from the Department of He^th to 
oomoensate the munidpatity for providing primary heatth care. Patlent fees on the other hand wene not receved due lo stopping d the 
TOuiSi system in the JwSon of heaHh care. Over and above these increases, there was a stabitisatiorr in car 

SraSlSpw pSmits issued as the closure of some of the neighbouring provincia! licencing centres in the previous year was 
tenfporary. However it is conceming that cotlection of revenue has dedined so drasticaliy and ^orts are in 

coll^on centm so as to fuily impEement the oiiedit control policy of the municipality. Consumer charges decreased fay R 19 728 537 m totd 
compared to pmvious year and R 27 911 598 was budgeted. This indicates that the results of data deansing and general valuatron of ratable 
propeilies approved by valuation court are bearing fruit. 

Operating expenses have remained stable arrd-in iine with the budget and R 2 9 

R6 751 832 to R 3 855 633. Bad debt provlsion amounting increased by R 14 267 364 from R1 13 047 693 to R 127 31^ 05 

M1 890 of the total consumer debtors book. The muntcipality needs to review the resuits of its data cieansing exerose to 

information ucdated into toe new billing system is accurate. There was no purchase of raw water in the current year. Repairs and 

maintenance increased due to extensive repair program espedally for pipelines and roads. Contribution to capitaS outlay is siHnmaris 

hereunder arid tSetails of payroU expenditure are summarised in paragraph 2.3 below. 




Buitdings 
Streets & Roads 
Street fighting 
Plant & equipment 
Office equipment 
Fumiture & fittings 
yotor vahictes 


915,102 

1,131,281 

203,215 

244,551 

216,582 

241,903 

583,875 

3,536,507 


807,577 

1,953,131 

437,116 

229.192 

216,588 

228,662 

644,501 

4,516,768 


Without the grant funding, it does not look tike the municipalrty would have been able to meet its obiigations as revenue coliection has not 
improved during the current year under review.j^ 

2.2. Projected ravenue and expendJlurs ns .,0 noo on the income 

An overaK surplus of R 36 256 was budgeted for in the current year, However, a budget suf|Hus of R n M2 385 f 
siatement due to reasons mentkjned above. Admininistrafion Services as weil as Economic Services refiected a budget R 

420 and R 5 308 776 respectiveiy whist trading services show a surptus of R 6 502 452. The ressonableness of our projeclions cou 

therefore not be ascertained. 

Ther^UaJorexpSure for the year is R 47 193 879 (2004; R 50 940 106) after adjusting for Ihe decline in leave pay provisim of R 2 
896 199. OfVts amount R 5 182 086 (2004; R 4 482 056) is for counciiiorts remuneration, R 3 523 5S8 for Muntcipai Manager and SecHon 
57 inanager and tbe balance bsing salaries for stafi. 


There policy was sdopted regaitling this type of extwndiwre but no grants o1 fhis naiure were paia out during the year iroder review. 

2.5. Vartence analysls and explanattons 

Overatl operating resuHs and variances are refiected in paragreph 2.1 above. Due to iack 

financial systems, it becomes impossibie to analyse the variances at a departrnentoi ievet and to proper monita ihe budgel so as to 
accurate monthly reporting. 



RSNQUMA fiSUMJClPAUTy 
FINANCJAL STATEMENTS 
FOR THE YEAR ENDED 30 JUNE 2005 

IREPORT OF THE CHIEF FINANCIAL OFFICER (contSnued) 

2.6. Unauthorlsed, IrrsguJar, frultSess »»d ws$t®ful expendlturs 

Unauthorised expendHure means Ihe overspending of a votfe or a main diwisior! vrithin a vote, or expanditure that was not made in 
accordance with the purpose 6f a vote or, in the case of a main division, not in occordahce wim the purpose of the main division. Ifregular 
expenditure ts. on thfe Other hand. expenditure incurred in contravehtton 6f a speciflc tegisiation vrhllst fruittess expenditure is expendHure that 
would have bean avoided had reasohabie care been exercised. Dua tp lack of proper adepuate intemai controt systems it is difficutt to 
(dentify sudi expenditure and to ^sure that identified amounts are recovered #om relevant officiais should they exist. Howevor, our limited 
review procedures pribr to maldrtg any paymeht has not picked up aiy expenditure 6f this nature except for R122 910 and R 38 285.53 for 
iinterest and penalties due to non-payment of Compensation Commissioner and South African Revenue Services repectively. 


» 

2.7. Flnanclal mlsconduct and actlons taksn 

No discipfinary actions wwe taken as a result of financla! misconduct during ttie year under review. 

2.8. Important pollcy declsSons and strateglc issues taken by the department 

During ffie previous year, as part of the genera! re^Jrganlsation of the nxrnicipality. the finance complex was boosted by two intems whose 
©xpenses were funded by National Treasury. The monies received only haveto be used forthese intems. Finance policies were adopted by 
ihe eouncil and firrance procedures were pul in place. However. monitoring of fhe implementation of these policies and procedures is a 
challenge as at this stage the municipality constantly has to focus on clearing the backlog on frnancial ntanagement. 


3 Servlces rendered by the dapartment 

3.1. Tariff pottcy 

The d^artment offers financial support to all the other departments of the institution. No inter-departmenta! charges are made for mis 
functlon. Over and afoove that the departmsnt also diarges oonsumers for seivices rendered in line wlth the approved tariff structure of the 
municipalrfy. The terlff policy has now been devefoped and approved. 

3.2. Free basle s®rvlCes 

The free basrc services poticy has now been developed, However a process of identifying indigent households was initiated and wouid be 
finaiised in the hext financial year. An amount of R 8 414 000 was allocated for free baslc servtces. 432 peopte benefrting ihrough this 
allocation for free basic eiectricity. All househoids in rural areas are gettlng free basic water though the challenge is to measure the amount 
of wñter they are getting due to absence of waler meters. 


4 Capaclty constralnts 

To assist with capadtating the finance departtñent as weil as other depariments the meniors contirwed with ttieir exercise for sometlme to 
©nsure continuance of the iitstituttonat stabiiity. Finance managemertt system. management rnformation system, human resources 
management system and electronic document management system were installed and training provided. However, retraining is needed. 
Fundir?g for financlai and management improvement was made posñible by the Eastem Cape Department of Houslng and Local Govemment 
Wanagement Support Programme. It Is hopod that the implementation of the finance management system would improve the monthly 
management l•eporting and financial reporting within the deadSines. 


5 UttllsatiOR of donor fundlng 

No donor funding was obtatned during ffie year under review, 

6 Rsvenue managemsnt 

There is a significant increase in aooounts receivabie due to the culture of non-psymeftt for servtces. The financial controls, virhich couid also 
ensure proper revenue managementarenotyet in piace buithis is treated as a matter of urgency arid the systemsto be impiemsnted wtll be 
assessed based on their abiflty to sssist in improvihg fevenue management. In facl eertain processsss were undartaken during the year to 
racover monies owed by bustnessess and govemment bstitutions. Oflier revenue improvement strategies wttl be trted tn the foreseeable 
future. The cretiit controi and, customer care policy, tarrlf policy and Indigent poiicy were aiso implemented. Certain councillors had 
consumer amear debts emountlng to R 291 365 as at 30 June 2005 which vras tnor® than 3 months in arrear. 


R/iNQUMA MUNICIPAUTY 
FJWAMClAt STATE WNTS 
FOR TH£ YEAR ENDED 30 JUNE 2005 

REPORT OF THE CHSEF FINANCIAL OFFICER (cofttinwecl) 

7 Credltors* managemsnt 

It is this department's desim to ensure that croditors are paid withih 30 days of obtaining an invoice and to implement proper creditors 
recondliation procedures. fnciuded in accounts payable are arrear pjayovors which^ from employees and not pald over to 

relevant instilutions Smounting to R 2 077 093, Verification of Insurance deducGons was coinpleted during Ihe prevlous year and paid over 
wilh the current year fccus being repayment of loans and other deductions: An amouht owing to Department of Water Affairs and Forestry 
totalling R 18 759 968 Is included rn accounts payabie so ts amoUnt due to SARS and Compensation Commissioner amounting to R 2 700 
OOO and R 1 737 100 for PAYE and Workmensik^ompesation respectively. 

8 Long term liafalilty management 

Development bank of South Afiica loan which was unserviced for an extended period resuiting in accumulation of interest. This loan had a 
toaSance of R 2 387 693 at year end . Endeavours are made to ensure that ttis loan is paid on a monthiy basis. Over and above Ihis loan, 
instaimerrt saie agreements that were entered tnto previousiy with Meeg Bank to acqUire municipai vehides for administration purposes vitere 
settled in the current year. Details of tong term ioans are refiected in Appendix A. 

9 Snvsstment snd cash management 

The munidpality has instituled measures to ensure that investment and operating accounts are reconciled on a monthly basis. This is 
presentty being done outside the system as the bank reconciliation module of our financial management software was never utilisad. The 
balance of cash and cash equivalents at 30 June 2005 amounted to R 24 798 679 including specal fund investments as refiected in notes 1 
and 2 of the financial statements. 

10 Asset msnagement 

To ensure proper recording of assets, the municipality engaged a finn of servioe providers to prepare its fixed assets register for the year 
ersded 30 June 2002. This fixed assets register was updated intemally for the year ended 30 June 2006 but numerous errors were noted 
when tt was reviewed . The asset manage.nietT{ section will ensure that thase errors are addressed as its proper compilation is key to ensure 
readiness towards the Implementation of GRAP. 

11 Corporate govemance arrangemsnt and f1®k management 

The naecf to eosure compiiance with iaws and tfeguiations oouid never be over-emphasised. All our efforts are intended to ctear the backtog 
so as to ensure proper oompliance, heiTce, the development of policies and procedures and the need for assistance with risk management. 


12 Discontinued acUvlties and acth/itiss to fae discontinued 


There has been no activities that were discontinued during the year under review or proposed to be discontinued in future, 

13 New or proposed actlvitie® 

Thare were no nsw or proposad activities during the year under revlew. The disaster section was established and budgeted for under 
protectlon services. 
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RSNQUMA jyiUNtGIPAUTY 
FINANCfAL STATEIiENTS: 

FOR THE YEAR ENDED SO JUNE 2004 

REPORT BY THE FfHANCE OIRECTOR (contlnued) 

14 Progrsss wlth flnanclal management Improtfsment 

Ali the issues higlilighted above are endeavW by fliis department to improve pn financial manasemsnt. During 2004, the finandal 
stalements for 2001 and 2002 were compieted. VAT retums up to 30 June 2002 wene compiled. the asset register vsas updated, the IT 
infrastructure was improved to ensure that the municipality is funr»ing on a network, data deansing project was compieted and wili be 
integrated with fiie existing or proposed finandal management system database. the procuremem poticy has been adopted and in force and 
the annuaf budget was compHed and submifted. These efforts wer® isustained ifi 2004 to ensure that the backlog is managed. 


15 Psrformance irjformatfon 

In order to monitor our perfonnance the IDP was broken down inlo the insitutlon scorecard. departmentat scorecard. and broken down into an 
Individual scorecard.The quartety reports are reviewed by the different ciusters. 

16 Events after the reporHrig date 

There vsrere no major events that occurred afler the balance sheet date which wili have the impact on Ihe finandal statements. 

17 Expreasfon of appreciatlon 

1 wish to express my appreciation to the Execufive Mayor, the members of the financse committee. couriciilors. municipai manager and my 
colleagues for^ir invaluabie assislance and support during Ihe psst trying year. 


1 

mliL/CA) 

Mrs. G. Tasa 
Acting Chlef 

Flnanc 

r 

al Offtcer 
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STAS.TUTORY FUNDS 
ACOUMULATED SURPLUS / {DEFtClT) 


TRUST FUNDS 
LOHG-TERM LIAB'LITIES 
CONSUMER DEPOSITS 

TOTM. 


gfigPLOYMSNT OF CAPITAL 
PROPERTY, PLANT AND EQUIPMENT 

investments 
NET CURRENT ASSETS 
CURRENT ASSETS 


Inventory 

Consumerdebtors 

Other debtors 
Cash resourcas 

CURRENT LIABILITtES 


Provisions 

Creditors 

Short-tenn Portion 


of Long-Term Liabilities 


2 

3 

4 


{2,661,268) 

40.274.640 

2,387*692 

2,098,829 


4.2,103J51 


26,717,659 


15.386.091 



73,425,443 

7 

8 

9 


347.467 

46.332.870 

28.664.088 

(1,318.983)1 


58.039.351 


10 

11 

3 


3,890,909 

54.148,442 

0 



I 


TOTAL 


42,103,750 


(24,870.732) 

26.973.267 

4,993.538 

1,019.922 

8.119,203 


199,480 

15.284.762 
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MNQUMA MUN(C(PAUTY 

(MCOfifiE STATEiySEMT FOR THE YEAR EMDED 30 JUNE 200S 



Motes 

200S Actua! 

2005 Budget 

2004 ActUBt 

SURPLUS/{DEF!CIT) FROM 

OROmARY ACTfVmES 


R 


R 

Exectrtive Services 

Admlnistratton Services 

Technfcal Services 

Ftnancial Services 

Health Services 

Protection Services 

Council’s General Expenses 

Sewerage Services 

Sanitation Services 

Water Servicss 

Sub-total (Refer Annexufe) 


(5.754.274) 

(1,281,735) 

(10,071,222) 

36.264.390 

688,642 

(5,203,516) 

(6,297.715) 

1.832.090 

(2,174.337) 

4,626,160 

(10.961.891) 

(11,588,658) 

(15.350,923) 

55.029,988 

1.324.336 

(8,885,253) 

(10,725.018) 

(2.767,314) 

(2.541,462) 

6,502,452 

(1,636,784) 

(10.527,882) 

(12.362.854) 

(77,647.690) 

(4,527,760) 

(6.939,253) 

(4,905.341) 

(6,098.947) 

558.081 

840,053 


12,628,422 

36,256 

f123,24S'376> 

Extraorcfinary Items 


- 



MET SURPLUS 8EF0RE APPROPRI ATIONS 


12,628.422 

36,256 

(123,248,376) 

UNAPPROPRfATED SURPLUS/(DEFfCfT} AT 
BEGINNIMG OF THE YEAR 


(24,870.732) 


113,729,709 

APPROPRIATtOMS 

Fundamental error 

12 

9,581,042 

- 

(15,352,065) 

i ^581.042} 

i - 1 1 (15,352,065)1 

UNAPPROPRIATED SURPLUS AT END OF THE 
YEAR 






(2,661,208) 

36,256 

(24,870,732) 


n 


» 


Pages 


S/INQU8SA MUNICtPAUTy 

CASH 'FLOW STATE88ENT FOR THE VEAR 30 JUHE 200S 


Motes 

CASH FLOV^S FROM OPERATING ACTSVITIES 


200S 

R 


2004 

R 


Cash utlHsed in operations (4,438,281) 

Interest received 21 9,020 

tnterest paid (975,569) 

Decrsase / (increase) in funds and reserves 1 3,302,022 


(19,742,679) 

375,375 

(852,476) 

13,089,502 


MET CASH FROM OPERATING ACTIVmSS 

8,107,192 

(7,130.278) 

CASH FLOWS FROM tMVESTING ACTIVITIES 

Purdiase of property, plant and equipment 

3,536.507 


4,516,767 

NET CASH FRO^fl (NVESTING ACTIVITIES 

3,536,507 

4,516,767 

CASH FLOWS FRORH FINANCING ACTIVITIES 

Inaease / (decrease) in extemai loans 

(2,605,846) 


(2,105,741) 

Increase / (decrease) in consumer deposits 

1,078,907 


26.300 

Other capitaf receipts 

199,478 


184,820 

NET CASH FROM FJNANCING ACTJVITtES 

(1,327.461) 


(1,894,621) 

NET CASH FLOW 

10,318,239 


(4,508,132) 

INCREASE IW CASH ANO CASH EQUIVALENTS 

(10,316,239) 


4,508,132 

Cash and cash equivatents at beginning of the year 

Cash and cash equivalents at end of the year 

14,482,437 

24,798,676 


18,990,569 
i 14,482,437 
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MMQU»1 iiUMiaPAUiy 
ACCOUWnNG POUCIES 


1 BASIS OF PRESEMTATSO^i 


1,1 ^ese finartdal sfatements have been prepared so as to conform wim phase-in provisions of Generallw Accepled Municipal Accoontina 
( 1997 ^^* sfandards laid down by the Institute of Wlunicipal Finanoe Offtcers in ifs Code of Practice for Locai Govemment Accounting 


1 .2 The ftnandai statements have been prepared on fhe historicat cosf basis. 
2 INVESTiWENTS 


2.1 investments are stated at cost, less amounts written off. 


2.2 Investments are written dovwj to give recognition to a permanent deciine in vaiue. 
3 PROPERTY, PLANT AND EQUIPMENT 


3.1 Property. piant and equipment Is stated at cost. 

3.2 Major improvements to buiidings. piant and equipinent are capitatised. Maintenance and repairs are expensed jMten incurred. 

3.3 Tte balance shown against the heading Toans Redeemed and Other Capital Rsceipts" in the notes to the financiat statements is 

tantamount to a provfsion for depreciation. However, certain structural differences do exist. By way of ihis "Provision" property pSarrt and 
er^ipi^Vffl^ virritten down overtheir estimated useful iife. Property, plant. and equipmwit acquired and paid for during the year fonn parl of 
a dirert charge against council’s revenue and it Is therefore unnecessary to provide for depreciation. Property, pfant and equipment financed 
torough grants^nd donations are recognised and cosfs and such granfs or donation is immediateiy credited to the “ Loans Redeemed and 
Other Caprtal Receipls' account. Property, plant and equipment financed by means of extemai loans result in such loans being are repaid 
wrt hin Ihe estlmated useful life of assets. ly « . chbiu 


4 INVENTORIES 


4.1 Consumabie stores, raw maferials, work-in-progress and finished goods are vaiued at the iower of cost and nel reaiisable value In qeneral 
thebasisof determining cost is the first-in, firsf-out method. 

4.2 Redundant and slow-moving inventortes sre identified and wrltten down with regard to their estimated economic or reaiisable values. 
Consumables are written down wilh regard to fheir age, condltion and utitity. 

5 RETIREMENT BEMEFiTS 

The munici^lity provides nstirement benefits for its employees and councillors. The confributions to fund obligations for Ihe payment of 
r^ifomert b^efrts are charged against income in the year they become payable. The defined benefit fonds, whtch ans administered on a 
iiatton^asls, are actuarialiy valued triennialfy on the projected urtH credit method basts. Deficits identified are recovered through lump sum 
payments or increased future contribufions on a proportional basts to all participating local municipalities. 


6 REVENUE RECOGWITtON 

6.1 Asse^meirt rates inc^e is racognised once a rates assessment has been issued lo ratepayers, Adjustment or interim rates are recognised 
once the Muniapal Vaiuator haS vaiued tire change to propeities. Rates coliacfion charges on unpaid rates are rBcognised once Ihe due 
date for pa)mtient has elapsed. Ratas penalty charges are recognised after each payment Intervat has elapsed. 


6.2 Revenue from the saie of goods is recognised when the risk is passed to fhe consumer. 

6.3 Revenue from the sate of water is recognised when either a mster reading has beerr performed or an estimate of consumption is raised on a 
pnoportional basis. 

6.4 Revenue arising from the application of the approved fariff of drarges is generaify when the reievant service is rsndered. 

6.5 Interest and rontais are recognisad on a time proportion basis fhat tetes into account the effective yields on assets. 

6.6 Revenue from fines is recognised when payment is received, and the revenue ffom the asuing of summonses is recognised when collected. 



SVJWQU^A MUWICIPALiTY 
ACCOUWT8l>iG POLIGIES (contlnued} 




KNQUW!AMUf<JiCIPAUTy 

l-iOTES TO TH8* FIHAWaM. STATEf^SWTS Al 30 JUHE 2005 


e 


1 STATUTORY FUNDS 
Revolving fund 


Movement is reconctled as foilov>ts; 

Balance at beginning of the year 
Contributions / adjustnnents during the year 
Interest on investments 
Balance at end of year 

2 TRUST & PROJECTS FUWDS 

282 houses fund 

312 houses fund 

Centane planning futid 

Centarte survey fund 

Drought relief fund 

Finance management grant fund 

Ftee basic servtces fund 

GenoraS valuation fund » 

IDP fund 

Intervention fund 

MIG fund 

MSP fund 

Municlpal Mentoring fund 
Ngamakwe planning fund 
NqatnakVi.'e survey fund 
Pitot housing fund 
Siyanda ptarming fund 
Siyanda sunrey liind 
Transitional grant fund 


Movement is reooncited as foltows; 

Balancs al beginning of tfte year 
Interest on investments 
Contribulions I adjustments during the year 
Expenditure / adjustments during the year 
Balance at end of year 

These represant funds provided by the govemment to provide a 
spedfied service.Trust Funds are invested separately as 
indicated in note 6. 


2006 

2004 

R 

R 

3,857 

3.208 


3,20S 


3,209 

3,146 

610 

0 

38 

63 

3,867 

3,209 


420.846 

249,873 

740.986 

1,328,125 

169,653 

165,485 

112,355 

106,969 

2,066,877 

0 

725,878 

924,935 

24,029,020 

15.579,763 

16,689 

606,934 

131,579 

201,138 

8,112,250 

4,959,353 

2,769,784 

0 

317,618 

0 

(0) 

210,372 

34,476 

32,157 

126,451 

121,722 

36.439 

333,612 

98,376 

175,647 

365,364 

354,792 

0 

1,622.390 


40,274,540 26,973.207 


26,973,263 

13,883,827 

396,367 

126.636 

27,127,136 

20,270,235 

(14,222,129) 

(7.307,435) 

40,274,637 

26,973,263 


3 LONG-TERm LOANS 


Deveiopment Bank of SA 2,387,692 4,976,498 

Meeg Bank instaimern sale agreement 0 199.480 

2,387,6^ 5.175,878 

Less: Cumerrt portton transfesred to cuirent liabilities 

Meeg Bank instatment sale agreement 0 (182,440) 

2 , 387 !^ IIIZZZa^m^ 

Refer to Appendix A for more detail ~ ==*«= 
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MNQUaSA MUÑJCIPAUW 

NOTES TO THE FINAHCfAL STATEMEÑ^ AT 36 dUWE 2005 (contfntied} 


4 GOÑSUftSER DEPOSfTS 


All corwmers are requii-ed to pay a deposit for services. 
Deposfts are considensd a long-term tiabifity as the deposit is 
on service is terminatecl. Interest is not pald 


200S 

R 

2,038,823 


5 PROPERTY. PUNT AÑD EQUfP^EWT 


2004 

R 


1,019,822 


3OJUWE2005 


Land 

Buildtngs 

Infrastructure 

Ofher 

TOTAt 


30 JUNE 2004 


LatKl 

Buildings 

Infrastructure 

Other 

total 

Referto Appendices B and C for more detaiis 
6 iÑVESTIWeWTS 


Hlstorfcal Cosf 


R 


6.640.460 

4,638,410 

34.923,621 

9.933.617 


56^137,10 8 


Loans 

Redeemad & 

SthSLCaeM 

Secelgte 

S 

6,640,460 

4,639,410 

34.923,621 

9.933.617 


Hfetortcai CoRt 


6.640,460 

3.969.163 

34.220,261 

7.770,697 


Loaits 

Redeemed &. 
OtherCaoitot 
R eceiPte 
R 

6,640,460 
3.969, 163 
34,220,281 
7,571,216 
52,401,121 



SM3£teflV§iye 


R 

0 

( 0 ) 

0 

199,480 


198.480 


Unllsted 

Short-term Deposits 
TOTAL 

Allocated as follows: - 
: Pilot Houstng Fund 
: Operating Accounls 
: CMiR Fund 
: Siyanda Planning Furvd 
: Nqamakwe Survey Fund 
: Nqamakwe Pianning Fund 
; Centane Planning Fund 
: Siyanda Survey Fund 
: Centane Sorvey Fund 
: Geheral Valuation Fund 
: Finance Management Grant Fund 
: Interver^ion Fund 
: WilG Fund 
: (WMP Fund 
:MSPFund 
; 282 Hoiises Fund 
: 3l2.Hotfs®s Fund 
: Dndught Reltef Fund 
: ADM Water Fund 
; iDPFund 

: Free Basic Senfices Fttnc; 

: Trartsilional GiatntFiind 

: Piimary Health Care Fund 
: Revolvtng Fund 


2005 

R 


26,717,659 

26.717,653 


36,439 

630,810 

0 

31,087 

18.500 

57.128 

137.298 

365,364 

123.170 

16.689 

738.028 

7,137.504 

1.711,646 

0 

281,616 

432,840 

525.228 

3,251,094 

7,630,932 

103,710 

9.112 

0 

3,574,606 

3 ,857 


2004 

R 

15,284,762 

15,284 .762 

saaBsacMJuuuiuissaxct 


35.716 

1.692,525 

2.090,676 

246,327 

195,034 

165,485 

165,485 

354,792 

195,034 

606,934 

937,085 

4.996.427 

0 

10,372 

0 

211,665 

1.264,487 

0 

0 

428,398 

8.746 

5.180 

1.670.576 

3.818 





fiflNQURSA fiSUiMICfPALtTY 

NOTES TO THE FJNAWCIAL Sf ATESSEMTS AT 30 JUME 2005 (continuedj 


7 (NVENTORY 

Cons«mabie stores 
TOTAL 

InventOfy is net of specific provisions for 
obsolescence. 

8 CONSU88ER DE8TORS 
Water 

Sanitation/Sewerage 

Refuse 

Assessment Rates 
Rentals 
Other debtors 


Less; Provision for bad debts 
TOTAL 

The ageing of debtors is as foilows: - 

WATER 
Current 
30-60 days 
60-90 days 
90-120 days 
120-365 days 
TOTAL 

The ageing of debtors is as foitows; - 

SAWITATtOW/SEWERAGE 

Current 

30-60 days 

60-90 days 

90-120 days 

120-365 days 

TOTAL 

The ageing of debtors is as foilows; - 

REFUSE 
Currenl 
30-60 days 
60-90 days 
90-120 days 
120-36S days 
TOTAL 

ASSESSPEMT RATES 

Current 

3D-60 days 

60-90 days 

90-120 days 

120-365 days 

TCTAL 


2005 2004 

R R 


347,467 

347,467 


352,033 

352,033 


23,755,536 

12.363,898 

17.092.587 

67.070,832 

12,885.620 

40,479,453 

173,647,927 

127,315,057 


46,332,870 


58.342 

245.205 

626,832 

472,469 

22,452,688 

23.7SS.536 


154.546 

234,361 

248,385 

243,209 

11,483,398 

12,363,888 


295,672 

314,117 

321.248 

334,900 

15,826,650 

17,092.587 


0 

0 

55,009 

59,656 

66,956,166 

67,070,832 


18,601,191 

9,886,156 

13,390.903 

55.841,664 

10,095,702 

40,479,454 

148,295,060 

113,047,693 


35,247,367 


1,034,655 

482.935 

118,761 

355.270 

16,609,571 

18,601,191 


611.608 

220,626 

71,456 

171,896 

8,810,570 

9,886,156 


848,855 

312,247 

106,582 

235,558 

11,887,662 

13,390,9 03 


(2,128,355) 

358 

0 

77 

57,969,573 

55,841,654 
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SWMQU^A MUMiaPALiTY 

NOTES TO THE FiMAHCiAL STATEMENTS AT 30 JUNE 200S (contintied) 


2005 

R 


S COMSUaSER DSBTORS (confinuerf) 

RENTALS 
Current 
30-60 days 
60-90 days 
90-120 days 
120-3S5 days 
TOTAL 

OTHER GONSUiaER DEBTORS 

Current 

30-60 days 

60-90 days 

90-120 days 

120-366 days 

TOTAL 


BAD DEBT PRQVISIOW 

The bad debf provision is increased in the current 
year in !ine with debtor's recovery. 

S OTHERDE8TORS 


289.478 

191,550 

281,780 

197,058 

11.915.755 

12,885.620 


(2,053.418) 

1.267 

0 

1.314 

42,530,282 

40,479,454 


tntemat toans and advances 
Unpaid cheques & unknown deposHs 
Val refundaWe 


10 PROVtSIONS 

Accounting and audit fees 
Staff leave 


11 CREDITORS 


26.656,596 

168.716 

1,836,776 

28,664,068 


35.276 

3,855.633 


3.890,909 


intemat loans and advances 
Other accounts payabte 
Saiary deductions payable 
Trade creditors 
VAT payabie 


12 CORRECTION OF FUNDAMENTAL ERROR 

The correction of fundaroentat error reiates to 
clearancs of tKrsubstantiated batance sheel accounts 
as well as restateroent of roisaiiocated accounts in 
the prewious ysar, The ptior year coroparative 
amounts in the cunrem year's finarvciaf stalaments 
have not been restated and ail flie adiu!siments were 
made as apfaopiiations against the accumuiated 
suiplus / (deficit). 


26.776,977 

2,231.727 

6,379,770 

18,759.968 

0 

54,148,442 

9,581,04 2 


2004. 

R 


380,079 

169.059 

98.502 

133,217 

9,314.845 

1 0,095,702 


(2,053,418) 

1,267 

0 

1,314 

42,530,292 

40,479,454 


11.021.018 

153,743 

2,838.482 


14,013.242 


562,912 

6.751,832 

7,314,744 


11,148,396 

1.497,301 

16,672.507 

19.359,968 

0 

4 8,678, 173 
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WSMQUSflA BaUMICiPAUTY 

NOTES TO THE FINANCIAL STATE6SEHTS AT 30 JUNE 2005 (contisiueti) 


200S 2004 

R R 


13 WET SURPLUS FOR THE YEAR 

The net surpios for the year has been determinld 
after taking the foHowing into account; 


COUMCILLORS* RESfiUNERATiON 
Mayor. Members of EXGO and CounciJlore 


AUDtTQRS REK9UNERATIOW 
Audit fees - Auditor-Genera! 

INTEREST PAID 

Long-term liabiiities - DBSA and WSeeg Bank 
Interest and ponaities 
Interest on bank overdrafl 


IWTERESTREGEWED 

Local Term and Shorl Term Invesfments 

GOVERWMENT SUBSIDIES 
Amathole District Municlpality - Water Setvtces 
Central Govemment - Equitable share ^ 
D8SA Urban Renewai grant 
Other grants and subsidies - SETA 
Provtncial Govemment - Health Subsidies 
Provincial Govemment - Interventions 


5,182,066 

4,482,056 

5,182,086 

4,482.056 

633.886 

108,813 

852,264 

852,264 

122.910 

0 

396 

212 

97S.569 

852,476 

219.020 

375.375 

7,516.956 

5,066,447 

43,238,650 

35,776,591 

216,074 

0 

53,684 

48.698 

3,552,805 

2,188,825 

4,772,405 

2,937,075 


SS, 350, 574 


46,017,635 


OPERATtWG LEASES CHAR6ES 
Lease ot premises and oftice equipment 

14 REVENUE 

Assessment Rates 
Rental litoome 
Water Sales 

Sewerage and Sanftation 
Refuse Remova! 

Interest on Investmerfts 
Equitable Share 
Water Services SubsWy 
Heafth Subsidy 

Transfofmation Granl & Ofher Subsidies 

Car Registration & Ltcensing income 

Patient. Fees 

Oftier Income 

Ti^ic Fines 

TotaJ 


1,125,680 


022,511 


19,432.446 

4,934.516 

3,064,465 

1,743.419 

7.892,566 

4,720,181 

3,057,917 

2,185,235 

3,875,741 

3,405,200 

219.020 

375.375 

43,238,650 

35,776,581 

7,516,956 

5,066,447 

3,552,805 

2,188,825 

5,042,163 

2,985,772 

1,984.757 

1,699,946 

0 

57,264 

198,586 

437,544 

294,768 

151,080 

99.370,828 

65,727,395 
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MNQUWSA RSUNJCIPAUTY 

NOTES TO THS FINANCiAL STATEMENTS AT 30 JUNE 2005 (contlnoed) 


2005 2004 

16 CASHQEWeRATEOBYOPERATiaNS ” ^ 


Nel surplus for the year 

12,628.422 

(123,248,376) 

Adjustments; 

Contribution to fixed assets 

Investment income 

Interest paid 

Correctlon of fundamentai error 

Operatlng suiplus before working capltal 

(3.536,507) 

(219,020) 

975,569 

9,581.042 

19,429,606 

(4,516,767) 

(375,375) 

852,476 

(15,352.065) 

(142,640,107) 

Decrease / (inicrease) in Inventory 

Decrease / {increase) in debtors 

Decrease / (increase) in sundiy debtors 

Increase / (decrease) in provistons 

Decrease / (Increase) in creditors 

tncrease in short-ten'n portion of long-term iiabilities 

4,565 

(11,085,503) 

(14.650.846) 

(3,423,834) 

6,470,270 

(186,659) 

105,664,682 

(3,486.356) 

6,751,832 

14,159.029 

Cash utfllsfid In operations 

(182,440) 

(sm 

(19,742.679) 


16 CASH AND CASH EQUiVALEIMTS 


Cash resources 
Short t€TOi investmenfs 


17 RETIREMENT BENEFiTS 


(1,918.983) 

26,717,659 

24,798,676 


(802,325) 

15.284,762 

14,482,437 


An interim actuariat valuatlors of fhe Pension Funds (a defined 
benefit fund) was doise as af 30 June 2004 in which the actuaries 
reported the estimated values of the p^sions as foliows; 


Wam® ofpmsfon fund 
Cape Jolnt Pension Fimd 
SAMWU Nafional Provident Fund 
Tots! Velustion 

The vatuation ofthe National Fund for Municipai 
Workers was.not done as at 30 June 2004 and'as 
such no vafues could be obtained. 


246.650.000 

969.062.000 
1,215,732,000 


246.650.000 

969.082.000 
1,215,732,0 00 


The Coundi also contributes to gratuity fund in 
respect of certain staff wiho, when they commenced 
employment with the Councit wer® over the age of 55 
years and hence not ertgibl© to jom the pension 
tunds. Furthermore, the cotirvcil afso made 
contribulions tn repspect of empfoyee,s who Joined 
the Cape Joint Refiretnent Fund and the Cape town 
Municipal Pension Fund. 

D 

18 CAPITAL mO OTHER COIfiMITMEWiTS 

CorfimitTnents in resped of approved orders: 

- Approwed and coniractad fcr 

This expendituro wiil be financed from intema! 
sources. 


1.577,198 


1.577,198 


227,319 


227,319 
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MNQUMA MUNJCfPALITY 
FINANCIAL STATEMENTS 
APPENDIX D 

ANALYSIS OF OP-ERATING INCOME AND EXPENDITURE FOR THE YEAR ENDED 30 JUNE 2005 


Actual 

2004 


4,934,516 

1,743,419 

4,720,181 

2,185,235 

3,405,200 

375,375 

35,776,59! 

5,066,447 

2,188,825 

2,985,772 

1,699,946 

57,264 

437,544 

151,080 

65,727,395 


50,940,106 

113,879,561 

11,790,995 

2,048,542 

1,070,075 

4,729,639 

4,516,853 

tm973Mi 


AcM Budget 

2005 2005 


INCOME 

R 


Asssssment Rates 

19,432,446 

12,000,000 

Rental Income 

3,064.465 

3,868,060 

Water Sales 

7,892,556 

6,091,030 

Sewerage and Sanitation 

3.057,917 

2,452,880 

Reñise Removal 

3.875,741 

3. 499.628 

Interest on Investments 

219.020 


Equitable Share 

43,238,650 

54,811,000 

Water Seivices Subsidy 

7,516,956 

11,772.916 

Health Subsidy 

3,552,805 

6,100,359 

Transfoitnation Grant & Other Subsidies 

5,042,163 

8,346,734 

Car Registi-ation & Licencing Income 

1.984,757 

1,035.000 

Patient Fees 

0 

100,000 

Other Income 

198,586 

207,720 

sTraffic Fines 

294,768 

750,000 

TOTAL SNCOME 

99,370,828 

111,035,327 

EXFENDITURE 



Salaries and Wages 

47,193.879 

54.020,588 

Bad Debts Written off 

14,267,364 

2,875,655 

General Expenses 

15,929,171 

37,114.089 

Pui'chase of Water 

0 

2,300,000 

Electricity Consumption 

1,210,334 

624,612 

Repairs and Maintenance 

4.605,151 

9,752,222 

Contribution to Capital Outlay 

3,536,507 

4,311,901 

NET EXPENDITURE 

86,742,406 

110,999,067 
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MNQUMA MUNICIPAUTY 
FINANC5AL STATEMENTS 


APFENMX|!' 

STATISTICAL INFORMATION 



2004/2005 

2005/2004 

Antbiiiance Serviees 

Number of stations 

N/A 

N/A 

Number of employees 

N/A 

N/A 

Nianber of patients conveyed 

N/A 

N/A 

Kilometres travdJed 

N/A 

N/A 

Bulk Water 

Water purified 

600,077 

4,200,000 

Water sold 

4,879,876 

1,289,784 

Water unaccotinted 

N/A 

N/A 

% Water iosses 

Waste Maiiiagenient 

Waste disposed 

12 

30 

Abattoir 

Fresh meat slaughtered 

N/A 

N/A 

Cattie slaugktered 

N/A 

N/A 

Calves siaughtered 

N/A 

N/A 

Sheep siaughtered 

N?A 

N/A 

Pigs siau^tered 

N/A 

N/A 

Cemetries and Crcniatorift 

Burials 

143 

131 

Cremations 

N/A 

N/A 

Markel 

ConsigDmenls ttesk produce received 

N/A 

N/A 

Sales Transactions 

N/A 

N/A 


Econoffltk andl SocBftJ Developnient, 

!► Breakdown of forsnaj empjoyment 
ia Miiquma Monkjpality 


Agriculture 

4.00% 

4,00% 

Construction 

2,00% 

2,00% 

Electricity and Water 

0.30% 

0,30% 

Finance 

3,00% 

3.00% 

Manufacturing 

18.00% 

18,00% 

Community 

53.90% 

53.90% 

Househoid 

11,00% 

11.00% 

Trade & Catering 

9.o!)% 

9.00% 

Transport & Coinmunication 

3.00% 

3.00% 

Mining & Quanying 

0.10% 

0.10% 
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MNQUMA MIJNIOPAUITY 
FKNANCIAL STATEMENTS 

APPENDIX F 

STATiSTICAL INFORMATION 

2004/2005 2003/2004 


2. SectoHai connjfwsition of MnquMa 

Municipnlity 

Education 

Retail Trade & Repair of goods 

Healt & Social Work 

Food, Beverages & Tobacco Products 

Wholesaie & Commission Trade 

Finaacial intermediation & Other 

Anciiiiary Activites 

Textiie , Clothing & Leather Goods 

Pubiic Administration & Defence 

Activities 

Land Transport 

Post & Telecommunication 

Insurance & Pension Funding 

Constnictioa 

Agricuiture 

Fumiture & Other Items 
Transport Equipmeni 
Fuel, Pretroleum, Chemical & Rubber 
Products 

Metal Products, Machinery & 
Household Appliances 
Hotels & Reslaurants 
Forestry & Lodgtng 


33.80% 

33.80% 

9.40% 

9.40% 

8.60% 

8.60% 

8.10% 

8.10% 

7.00% 

7.00% 

5.40% 

5.40% 

3.00% 

3.00% 

2.90% 

2.90% 

2.50% 

2.50% 

2.0p% 

2.00% 

1.90% 

1 .90% 

1.90% 

1,90% 

1 80% 

1.80% 

1.60% 

i.60% 

1.50% 

1.50% 

1,40% 

1 ,40% 

1,00% 

1,00% 

0.80% 

0.80% 

0.80% 

0,80% 


100 , 00 % 100 . 00 % 


